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ABSTRACT 

The  challenges  of  the  sustainable  development  are  an  important  aspect  in  today’s  business  arena.  The  linkage 
between  corporate  success  and  sustainability  aspects  of  business  has  been  established.  In  India,  sustainability  reporting  by 
the  companies  is  gaining  a  lot  of  importance  over  the  years.  Even  though  leading  standards  such  as  Global  Reporting 
Initiative  (GRI)  have  made  a  significant  advancements  in  setting  out  the  types  of  information  that  companies  should 
publicly  disclose,  sustainability  reports  should  be  placed  in  a  system  that  can  effectively  utilise  the  information  and  cause 
the  companies  to  change  their  policies  and  practices.  This  study  discusses  the  benefits  of  sustainability  reporting, 
the  hindrances  faced  in  its  development  and  its  status  in  India. 
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INTRODUCTION 

The  changing  global  business  environment  has  forced  businesses  to  look  beyond  financial  performance. 
The  importance  of  integrating  environmental  and  social  issues  within  the  business  strategy  has  been  realised  by  the 
companies.  Sustainability  Accounting  and  Sustainability  Reporting  are  relatively  the  new  concepts,  but  have  a 
greater  bearing  on  the  performance  of  companies  as  a  whole. 

Sustainability  Accounting  is  considered  as  a  sub  category  of  financial  accounting  that  focuses  on  the 
disclosure  of  non-financial  information  about  a  firm’s  performance  to  the  external  parties  such  as  investors, 
creditors,  government  and  other  authorities.  It  differs  from  Financial  Accounting  as  it  deals  with  economic, 
social  and  environmental  performance  in  such  a  way  that  suppliers,  government,  employees  and  customers. 
This  is  done  with  the  help  of  sustainability  reporting,  corporate  social  responsibility  and  non-financial  reporting. 
The  motto  of  sustainability  accounting  is  3Ps  —  People,  Planet  and  Profits. 

Sustainability  reporting  is  a  method  in  sustainability  accounting.  It  deals  with  the  preparation  of  a 
sustainable  report  which  includes  the  goals,  vision  and  missions  of  the  organisation.  It  conveys  how  the  organisation 
wants  to  contribute  to  the  economy,  society  and  environment  and  its  commitment  towards  their  development.  It  can 
be  utilised  by  the  stakeholders  like  investors,  government,  etc.  to  understand  the  organisation’s  values. 
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The  major  providers  of  sustainability  reporting  guidance  include: 

•  GRI  (GRI’s  Sustainability  Reporting  Standards) 

•  The  Organisation  for  Economic  Co-operation  and  Development  (OECD  Guidelines  for  Multinational  Enterprises) 

•  The  United  Nations  Global  Compact  (the  communication  on  progress) 

•  The  International  Organisation  for  Standardisation  (IS26000,  International  Standard  for  Social  Responsibility) 

OBJECTIVES  OF  THE  STUDY 

•  To  study  the  significance  of  the  Sustainability  Accounting  (SA)  and  Sustainability  Reporting  (SR)  practices. 

•  To  analyse  the  present  scenario  of  the  Sustainability  Accounting  and  reporting  practices  in  India. 

•  To  assess  the  status  of  the  regulatory  framework  regarding  Sustainability  Reporting  in  India. 

LITERATURE  REVIEW 

According  to  Learn  N.  D,  sustainability  is  divided  into  three  dimensions: 

•  Environmental  factors  that  deal  with  the  natural  resources  like  water,  energy,  greenhouse  gases  etc. 

•  Social  factors  which  include  human  rights,  public  policies,  social  safety  and  anti-corruption. 

•  Economic  factors  which  focus  on  the  accounting  value  of  the  stakeholders,  economic  and  financial  performance. 

Buritt  Roger  L  (2010)  assessed  the  future  of  sustainability  accounting  and  reporting,  and  stated  that  the 
development  of  sustainability  accounting  and  reporting  should  be  oriented  more  towards  management  decision  making. 
According  to  him  managerial  decision  making  and  raising  awareness  could  contribute  to  the  development  of  sustainability 
accounting  and  reporting. 

Mitra  P.  K  (2010)  focussed  on  the  Sustainability  Reporting  Practices  in  India  and  analysed  the  factors  that 
slowed  down  the  pace  of  development  of  this  concept  in  India.  Lack  of  knowledge  among  the  leaders  and  managerial 
departments  on  this  issue  was  attributed  as  the  major  hurdle  in  its  growth.  It  was  also  pointed  out  that  there  is  no  legal 
requirement  to  produce  sustainability  reports  and  the  demand  of  such  information  by  stakeholders  was  also  less. 

Aggrawal  P  (2013)  presented  various  related  theories  establishing  the  relationship  between  corporate 
sustainability  and  financial  performance.  The  three  major  theories  cited  are  Legitimacy  Theory,  Stakeholder  Theory  and 
Agency  Theory,  which  suggest  that  companies  should  incorporate  sustainability  in  their  core  strategic  goals  and  disclose 
their  sustainability  performance  in  a  proper  sustainability  report. 

BhallaRajni  (2014)  analysed  the  economic  aspect  of  sustainability  reporting  and  have  explained  that  economic 
indicators  are  not  only  expressed  in  monetary  terms.  The  economic  sustainability  reports  prepared  by  some  Indian 
companies  like  Reliance  Industries,  TCS,  Wipro  etc.  Also  reflects  how  economic  resources  are  used  by  the  organisations  to 
fulfil  social  obligations  and  how  it  benefits  the  organisation  and  the  society  as  a  whole. 

Godha  A,  Jain  P  (2015)  examined  the  development  in  the  Indian  Regulatory  environment  for  sustainability 
reporting  and  the  status  of  the  sustainability  reporting  practice  of  Indian  companies  as  per  the  GRI  reporting  framework.  It 
was  stated  that  the  number  of  large  scale  companies  submitting  reports  as  per  GRI  has  increased  over  the  years  in 
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comparison  to  small  and  medium  enterprises  and  Indian  multinational  companies. 

Jadhav  D  et  al  (2015)  provided  an  insight  into  the  sustainability  reporting  practices  in  India.  According  to  them, 
large  Indian  companies  have  started  to  establish  a  clear  link  between  sustainability  and  risk  management.  A  trend  of 
including  sustainability  elements  as  part  of  the  internal  audit  was  also  observed. 

RajanVarun  (2016)  in  his  study  of  the  significance  and  benefits  of  sustainability  accounting  and  reporting  has 
stated  that  as  the  concept  is  relatively  new,  companies  require  help  and  assistance  in  creating  such  reports  and 
organisations  like  GRI  provide  the  same.  Sustainability  accounting  is  still  developing  and  the  main  challenge  associated 
with  it  is  the  availability  of  accurate  data  for  the  same. 

BENEFITS  OF  SUSTAINABILITY  REPORTING 

Sustainability  reporting  benefits  a  business  organisation  by: 

•  Improving  company  image  and  brand  loyalty.  It  helps  the  company  to  maintain  the  reputation  it  has  already 
developed.  Also,  it  helps  a  company  to  overcome  negative  publicity,  if  any,  received  by  it. 

•  Playing  an  important  role  in  attracting  and  retaining  employees  as  they  become  aware  about  how  the  companies 
they  work  for  takes  steps  for  their  benefits. 

•  Leading  to  increased  understanding  of  risks  and  opportunities  and  helps  the  company  seize  opportunities  to 
improve  operations  are  mitigate  risks  that  they  have  identified  in  relation  to  sustainability. 

•  Enabling  external  stakeholders  to  understand  the  organisation’s  true  value  and  tangible  and  intangible  assets. 

•  Helping  a  company  to  incorporate  its  sustainability  vision  and  strategy  with  its  overall  goals  and  ensuring  their 
adherence 

•  Enabling  it  to  streamline  its  processes,  reduce  costs  and  improve  efficiency. 

BARRIERS  TO  SUSTAINABILITY  REPORTING 

Sustainability  reporting  in  India  faces  the  following  barriers: 

•  There  are  no  proper  reporting  standards  and  framework  present  in  India  with  regard  to  it. 

•  It  requires  a  lot  of  cost,  time  and  expertise  which  the  small  organisations  find  difficult  to  afford. 

•  Lack  of  knowledge  about  its  benefits  and  importance  among  the  business  organisations. 

•  Fear  of  risking  credibility  and  reputation 

•  Fear  of  getting  misinterpreted. 

•  Lack  of  proper  training  and  education  of  management  and  employees  responsible  for  preparing  the  report. 

•  Getting  reliable  and  accurate  data  is  difficult 

•  There  is  the  perception  that  stakeholders  and  investors  do  not  read  sustainability  reports. 
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REGULATORY  FRAMEWORK  FOR  SUSTAINABILITY  REPORTING  IN  INDIA 

Currently  there  are  no  regulations  that  make  sustainability  reporting  in  India  mandatory.  However,  provisions 
have  been  incorporated  under  various  legislations  making  it  compulsory  for  business  organisations  to  report  on 
environmental  matters  specified  therein. 

Section  217  of  the  Companies  Act  1956  stipulates  that  the  Board  of  Directors  Report  should  contain  information 
on  conservation  of  energy. 

The  Institute  of  Chartered  Accountants  of  India  (ICAI)  has  set  up  the  ICAI-  Accounting  Research  Foundation 
(ICAI-ARF)  which  has  undertaken  a  special  project  to  suggest  a  suitable  framework  for  sustainability  reporting  for  Indian 
companies.  It  is  compulsory  for  the  companies  to  report  on  social,  environmental  and  economic  initiatives.  A  committee  is 
being  formed  for  the  framework  for  standardising  the  disclosures  related  to  sustainability  reporting.  Sustainability  reporting 
has  become  mandatory  for  Indian  companies  that  are  planning  to  be  listed  abroad. 

Apart  from  this  various  provisions  in  The  Environment  (Protection)  Act,  1986  and  The  Factories  Act,  1948  has 
either  made  it  mandatory  or  desirable  to  furnish  reports  concerning  the  protection  of  environment,  labour  force,  safety  of 
employees  etc.  Various  voluntary  standards  have  come  up  with  voluntary  guidelines  so  that  business  organisations  can 
make  their  value  creating  operations  sustainable. 

SUSTAINABILITY  REPORTING  PRACTICES  IN  INDIAN  COMPANIES 

Companies  in  India  have  a  choice  with  regard  to  sustainability  reporting  and  make  a  sustainability  risk  analysis 
only  when  they  are  prepared  for  it.  As  sustainability  disclosures  are  voluntary,  most  of  the  companies  do  not  opt  for  it.  For 
example,  even  though  the  Indian  Pharmaceutical  Industry  has  a  large  manufacturing  base  in  India,  companies  do  not  seem 
to  have  separate  sustainability  reports.  However,  companies  in  certain  sectors  like  Metals  and  Mining,  Oil  and  Gas,  and 
Construction  related  activities  have  adopted  a  separate  sustainability  reporting  practice  because  companies  in  these  sectors 
are  mandatorily  required  to  conduct  an  Environmental  Impact  Assessment  and  find  it  easier  to  make  the  requisite 
disclosures.  Power  companies  are  amongst  the  highest  consumers  of  non-renewable  resources  and  should  be  more 
responsible  for  disclosures  on  sustainability  but  most  of  them  fail  to  do  so.  Only  a  few  financial  services  companies  report 
on  sustainability.  However,  with  the  increase  in  awareness  of  the  benefits  of  sustainability  reporting,  more  and  more 
companies  are  taking  up  the  disclosure  requirement. 

RECOMMENDATIONS 

•  Building  awareness  that  the  process  of  reporting  is  important  in  achieving  the  long  term  strategic  goals  of  the 

companies. 

•  Educating  the  staff  concerned  with  the  preparation  of  the  report  so  that  they  have  a  clear  idea  about  its  objectives 

•  Necessary  steps  should  be  taken  to  collect  reliable  and  accurate  data  for  the  preparation  of  the  report. 

CONCLUSIONS 

Sustainability  reporting  in  India  is  still  in  its  nascent  stage.  Currently,  except  for  some  high  performing  large 
companies,  many  organisations  have  not  started  using  the  GRI  reporting  framework  effectively.  Reliability  and  accuracy  of 
the  data  is  also  a  major  issue.  In  order  to  face  the  global  competition,  Indian  companies  should  adopt  the  GRI  based 
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sustainability  reporting  practices  on  a  larger  scale  because  sustainability  reporting  has  now  become  a  standard  practice  for 
global  companies. 
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